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COVID-19 Context

COVID-19 has significantly impacted socioeconomic market conditions and the commercial and residential property sectors, since the analysis was developed. The evaluation 
provided in the economic and financial analysis of this study was based on pre-COVID-19 market conditions but was developed based on historical trends that capture multiple full 
economic cycles. As stated in the key study assumptions of the LFS Summary Report, by the time the lid is assumed to start construction in 2030 it is anticipated that the Seattle 
market would have gone through one or more full economic and development cycles, thus capturing those long-range economic trends in the study design.
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PURPOSE OF THIS ANALYSIS
This real estate market scan informs the creation of development program test cases for the I-5 Lid 
Feasibility Study (LFS) regarding assumptions around development scenarios where conceptually 
the private sector would contribute as an agent for lid development (Test Cases 2 and 3). 

Assess Market 
Conditions

Å Understand current 
market performance 
throughout the 
project area

Å Estimate projected 
market growth and 
potential to capture 
demand in the project 
area

Å Develop assumptions 
to evaluate the 
financial feasibility of 
development on a 
future lid

Generate Market-
Rate Development 

Scenarios

Refine Scenarios & 
Test Feasibility

Inform Economic 
and Financial  

Feasibility Analysis 
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EXECUTIVE SUMMARY
MARKET CONTEXT

Å Seattle is experiencing its most rapid period of population growth since the Klondike Gold Rush and has 
been the fastest-growing big city in the U.S. since 2010.

Å Regional growth has been fueled by job growthΣ ǿƛǘƘ {ŜŀǘǘƭŜΩǎ ǘƻǘŀƭ ŜƳǇƭƻȅƳŜƴǘ ƎǊƻǿƛƴƎ ōȅ оΦо҈ όмтΣллл 
Ƨƻōǎύ ŀƴƴǳŀƭƭȅ ǎƛƴŎŜ нлмлΦ ²ƘƛƭŜ ǘŜŎƘ Ƨƻōǎ ŀǊŜ ŎǊŜŘƛǘŜŘ ŦƻǊ {ŜŀǘǘƭŜΩǎ ŜŎƻƴƻƳƛŎ ƎǊƻǿǘƘΣ ǎŜǊǾƛŎŜ ƧƻōǎΣ ƛƴŎƭǳŘƛƴƎ 
ƛƴ ǊŜǘŀƛƭ ŀƴŘ ƘƻǎǇƛǘŀƭƛǘȅΣ ŎƻƳǇǊƛǎŜŘ оф҈ ƻŦ ǘƘŜ ŎƛǘȅΩǎ ǊŜŎŜƴǘ Ƨƻō ƎǊƻǿǘƘΦ 

Å Seattle has rapidly added new housing, accommodating population growth during the past decade, but 
housing production lags job growth. Rents in the city, particularly in the Downtown Core*, have risen 
steeply since 2010. 

Å Seattle is outpacing recent projections for growth, both in housing units added and jobs added. In only 
three years, between 2015 and 2018 the city achieved more than one third of its 20-year growth 
projections.[ƻƻƪƛƴƎ ŀƘŜŀŘΣ {ŜŀǘǘƭŜΩǎ ǇƻǇǳƭŀǘƛƻƴ ƎǊƻǿǘƘ Ƴŀȅ ǎƭƻǿΣ ōǳǘ ǊŜƎƛƻƴŀƭ ƎǊƻǿǘƘ ƛǎ ǇǊƻƧŜŎǘŜŘ ǘƻ ōŜ 
sustained at close to 2015 rates through 2040.

[*] ά5ƻǿƴǘƻǿƴ /ƻǊŜέ ƛǎ ǳǎŜŘ ƛƴ ǘƘƛǎ ŘƻŎǳƳŜƴǘ ǘƻ ŘŜǎŎǊƛōŜ ǘƘŜ tǊƛƳŀǊȅ {ǘǳŘȅ !ǊŜŀ ōƻǳƴŘŀǊȅ ŦƻǊ ŜŀŎƘ ƭŀƴŘ ǳǎŜΣ ǿƘƛŎƘ ƛƴŎƭǳŘŜǎ ǘƘŜ 5ƻǿntown Retail Core, First Hill, Capitol Hill, South Lake Union, and Denny 
Triangle neighborhoods in Seattle, Washington.
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EXECUTIVE SUMMARY
RESIDENTIAL MARKET FINDINGS

ÅDuring this cycle, a preference for urban living and job growth in the Downtown core has fueled the 
primary study area becoming the fastest-growing apartment submarket in the Puget Sound region. 
However, as the apartment market in the urban core becomes saturated with units, developers are 
increasingly looking to outlying marketsfor new opportunities. 

ÅAlthough household growth in the city is expected to slow over the next ten years, recent rezonings
position the primary study area for continued multifamily development, particularly to the east of 
the I-5 lid study site.

Å The ōǳƛƭŘ ƻǳǘ ƻŦ {ƻǳƴŘ ¢ǊŀƴǎƛǘΩǎ {¢ [ƛƎƘǘ wŀƛƭ via the East Link, Downtown Redmond Link, Northgate 
Link, and Lynnwood Link Extensions, and !ƳŀȊƻƴΩǎ ŎƻƳƳƛǘƳŜƴǘǎ ŦƻǊ ƴŜŀǊƭȅ нΦр Ƴƛƭƭƛƻƴ {C ƻŦ ƻŦŦƛŎŜ 
space in Downtown Bellevue, are likely to support new multifamily deliveries and rent growth 
within the tertiary market area.

ÅWith modest capture rates that account for demand for new multifamily units, the lid would be able 
to support between 800 and 1,200 market-rate rental units. 
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EXECUTIVE SUMMARY
OFFICE MARKET FINDINGS

ÅOverall job growth, particularly in healthcare, tech, and information, will generate increased demand 
for office space, likely outpacing citywide and regional goals/metrics.

ÅClass A inventory in the primary study area has grown by 25% in the past five years, with declining 
vacancy, robust rent growth, and consistent absorption. 

Å The pipeline will add up to another 7M+ SF of Class A office space in the primary study area. This 
amenity-laden development ŀǘǘǊŀŎǘǎ ƘƛƎƘ ǊŜƴǘǎ ŀƴŘ άǘŜŎƘέ ŀƴŘ ƻǘƘŜǊ ŎǊŜŀǘƛǾŜ ƻŦŦƛŎŜ ǘŜƴŀƴǘǎΦ 
Competing space in regional submarkets replicates these conditions, to some extent, through 
delivering office space as part of larger mixed-use districts. 

ÅA significant share of large lease transactions has occurred recently in Bellevue; office development 
within the I-5 lid study site will face increasingly competitive regional submarkets.

ÅWith capture rates of 10 to 15% of the demand in the primary study area, the lid could support 3 to 4 
office buildings, or 1.2-1.8MSF, between 2035 and 2045. 
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EXECUTIVE SUMMARY
RETAIL MARKET FINDINGS

ωThe character of existing retail in the study area varies, with destination malls and department 
stores to the west of I-5 in the Downtown Retail Core, and specialty stores and food and beverage 
to the east of I-5 along the Pike-Pine Corridor. 

ωNewly constructed retail throughout the study area is primarily neighborhood-servingfood/ 
beverage and convenience retail, with some destinations throughout.

ωThere may be opportunities on the lid for visitor-serving, experiential retail for conventioneers.

ωThe character of retail should vary in different parts of the lidand be concentrated in the areas 
in which it can amenitizedevelopment, serving lid residents, employees, and potentially 
surrounding communities. 

ωBased on Iwϧ!Ωǎresidential and office demand findings, demand for retail on the lid could range 
between 130k and 200k SF, depending on the amount of residential and office development.  
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EXECUTIVE SUMMARY
HOSPITALITY MARKET FINDINGS

Å The volume of hotel development in the past two years indicate a response to the limited inventory 
change between 2010 and 2016. As a result, occupancy rates have declined slightly, and ADR is 
stabilizing. 

ÅMixed use residential-hotel development comprises a large portion of the pipeline and may indicate a 
shift towards this typology. 

Å There is a significant number of hotel rooms in the pipeline over the next five years. While hotel 
development is likely leveling off in the near-term, by 2035-2045, there could be additional demand 
driven by new office space and growing tourism.

ÅPreliminary conclusions suggest that the lid could support total 400 to 600 hotel rooms between 2035 
and 2045. The 400 to 600 rooms could potentially be distributed between larger, business-oriented 
hotel and a smaller, leisure-focused hotel. 

Å This analysis uses current market data, which includes the impact of Airbnb or similar room-sharing 
platforms; it does not account for unanticipated policy changes.
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EXECUTIVE SUMMARY
POTENTIAL MARKET RATE DEVELOPMENT PROGRAM RANGES

The lid could potentially support up to 1,200 market-rate residential units, 1.8M SF of office, 200k SF of retail, 
and 600 hotel rooms. 

Note: All numbers are not adjusted to account for the existing pipeline. Future pipeline and churn will also meet a share of demand. These numbers do not include affordable housing units.

1. HR&A has tested lid capture rates for residential of 3.0% for the primary study area, 1.5% for the secondary study area, and 0.5% for the tertiary study area. 

2. ¢ƘŜ ƻŦŦƛŎŜ ƭƛŘ ŎŀǇǘǳǊŜ ǊŀǘŜ ǊŀƴƎŜ ƛǎ ŀ ǇǊŜƭƛƳƛƴŀǊȅ ŜǎǘƛƳŀǘŜ ōŀǎŜŘ ƻƴ ǇǊƻŦŜǎǎƛƻƴŀƭ ƧǳŘƎƳŜƴǘ ƻŦ ǘƘŜ ƭƛŘ ǎǘǳŘȅ ŀǊŜŀΩǎ ǎǘǊŜƴƎǘƘǎ andweaknesses for office development within the context of the primary study 
area, available land area, and other factors. 

3. Retail demand is calculated as 7% of the total potential residential and office program. HR&A has applied historical ratio between retail deliveries and office and multifamily deliveries in the study area 
(70 SF of retail per 1,000 SF of office and multifamily development) to the lid program. 

4. The lid capture range for hospitality is based on the office lid capture rates. The preliminary conclusion that the lid could support a larger business-oriented hotel and smaller leisure-focused hotel is based 
on an estimate of the current proportion of business to leisure travelers. 

Potential Development Program Low-end range of Market Capture High-end Range of Market Capture

Residential (market-rate rental)1
800 units 1,200 units

Office2 1.2 M square feet 1.8 M square feet

Retail3
130,000 square feet 200,000 square feet

Hospitality4
400 hotel rooms 600 hotel rooms
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REGIONAL CONTEXT
Seattle is experiencing its most rapid period of population growth since the Klondike Gold Rush and 
has been the fastest-growing big city in the U.S. since 2010.

Gold Rush Era

Boeing Boom
Boeing 
Bust

Microsoft 
Boom

Amazon Boom

Source: (U.S. Census Bureau, 2017a);(Guy, 2018) - Note that the Guy (2018) Seattle Times article references U.S. Census data, comparing Seattle 
against the 50 largest cities in the U.S. based on population.
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REGIONAL CONTEXT
The region is home to large employment anchors across diverse industries. 

Regional Employment:

70K
Regional Employment:

53K
Seattle Employment:

45K
Regional Employment:

51K
Regional Employment: 

47K
Source: (Crowe, 2016); The Seattle Times (n.d.);(Fortune, 2019) 

MAJOR REGIONAL EMPLOYERS
FORTUNE 500 COMPANIES 

HEADQUARTERED IN SEATTLE
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REGIONAL CONTEXT
Seattle has seen significant job growth in the past ~10 years, adding more than 17,000 jobs per year 
on average since 2010.

Source: Puget Sound Regional Council
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REGIONAL CONTEXT
²ƘƛƭŜ άǘŜŎƘέ Ƨƻōǎ ŀǊŜ ŎǊŜŘƛǘŜŘ ŦƻǊ {ŜŀǘǘƭŜΩǎ ŜŎƻƴƻƳƛŎ ƎǊƻǿǘƘΣ ǎŜǊǾƛŎŜ ƧƻōǎΣ ƛƴŎƭǳŘƛƴƎ ƛƴ ǊŜǘŀƛƭ ŀƴŘ 
ƘƻǎǇƛǘŀƭƛǘȅΣ ŎƻƳǇǊƛǎŜŘ оф҈ ƻŦ ǘƘŜ ŎƛǘȅΩǎ ǊŜŎŜƴǘ Ƨƻō ƎǊƻǿǘƘΦ 

Source: (Puget Sound Regional Council, 2017a). 
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REGIONAL CONTEXT
Seattle is outpacing recent projections for growth, both in housing units added and jobs added post-
Recession. In only three years the city achieved more than one third of its 20-year growth 
projections.  

23,690

46,350

70,000

115,000

0

20,000

40,000

60,000

80,000

100,000

120,000
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Source: (Office of Planning & Community Development, 2019)
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Target for 2035
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REGIONAL CONTEXT
However, housing production consistently lags jobs added, with approximately 2.5 jobs added for 
every housing unit between 2010 and 2018; in 2018, the overall jobs-to-housing ratio was still 1.69.

Source: (Puget Sound Regional Council, 2017a); ( Seattle Department of Construction & Inspections, 2019)
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REGIONAL CONTEXT
[ƻƻƪƛƴƎ ŀƘŜŀŘΣ {ŜŀǘǘƭŜΩǎ ǇƻǇǳƭŀǘƛƻƴ ƎǊƻǿǘƘ Ƴŀȅ ǎƭƻǿΣ ōǳǘ ǊŜƎƛƻƴŀƭ ƎǊƻǿǘƘ ƛǎ ǇǊƻƧŜŎǘŜŘ ǘƻ ōŜ 
sustained at close to 2015 rates through 2040...

Source: (Puget Sound Regional Council, 2017a)Note: Actual data through 2015; projections from 2015-2040.

Regional Population

Seattle Population

King County Population
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REGIONAL CONTEXT
ΧǿƛǘƘ ǊŜƎƛƻƴŀƭ ƘƻǳǎŜƘƻƭŘ ƎǊƻǿǘƘ ŀŎŎŜƭŜǊŀǘƛƴƎ ŀƴŘ Ƨƻō ƎǊƻǿǘƘ ǎƭƻǿƛƴƎΦ 
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1.5M

2.0M

2.5M

3.0M

2010 2015 2020 2025 2030 2035

Regional Forecast: Households and Jobs

Households Employment
Source: Puget Sound Regional Council

Avg. Annual Growth Rate (2020-2035)

+1.4% (Households)

+1.3% (Jobs)

Avg. Annual Growth Rate (2010-2015)

+1.1% (Households)

+2.2% (Jobs)

Source: (Puget Sound Regional Council, 2017a)
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REGIONAL CONTEXT
As the economy and population have grown, Seattle has also seen record high tourism and visitor 
spending in recent years.
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Capitol Hill

Downtown 
Retail Core

South 
Lake 

Union

Capitol Hill

South Lake Union

Downtown Retail Core

Legend

I-5 Lid Study Site

First Hill

First Hill

LID STUDY SITE CONTEXT
The I-5 lid study site is situated between the Downtown Retail Core, South Lake Union, Capitol Hill, 
and First Hill, each neighborhood differing in urban scale and experience.
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Pike/Pine Retail Corridor

Amazon South Lake Union HQ Campus

Washington State Convention Center

Legend

I-5 Lid Study Site

LID STUDY SITE CONTEXT
The I-5 lid study site is located within blocks of retail, employment, and hospitality centers: the 
tƛƪŜκtƛƴŜ ǊŜǘŀƛƭ ŎƻǊǊƛŘƻǊΣ !ƳŀȊƻƴΩǎ ŎŀƳǇǳǎΣ ŀƴŘ ǘƘŜ /ƻƴǾŜƴǘƛƻƴ /ŜƴǘŜǊΦ
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LID STUDY SITE CONTEXT
Several planned and ongoing projects, such as the Convention Center addition, will transform the 
context of the I-5 lid study site.

Å The $1.8-billion renovation will add 255K SF of 
exhibition space, 125K SF of meeting rooms, and 
60K SF of ballroom space, potentially driving an 
increase in business visitors.

ÅWashington State Convention Center will sell rights 
to a 29-story apartment building and 16-story office 
tower to a private developer.

Å The adjacent 1,300-room Hyatt Regency opened in 
December 2018.

Washington State Convention Center Addition


